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TURKEY KEY ECONOMIC INDICATORS 


All values in $ U.S; millions unless otherwise indicated. Average exchange 
rates: TL 110.24 (1981); = TL 160.95.(1982); = TL 224.03 (1983) for 
details of exchange rate’developments, see text. 


1982 1983 
Income & Production (a) 
GNP at current prices 54,189 51,266 
GNP at constant (1968) 
prices (b) 24,922 25,754 
Agricultural (GNP) 19.3 21.4 
Industry (%GNP) 25.2 26.4 
Services (%GNP) $35 $2.3 
Per Capita GNP Current : 
Prices (§ U.S.) (a) 1,170 1,084 


' Money and Prices 
Money Supply, M1 (Tl. 
Billions) 1,342 1,905 
Central Bank (Short-term) 
Discount rate, % 31.5 48.5 
Price Indices (1963 = 100) 
Wholesale 4,817 6,785 
Istanbul Consumer 5,567 7,656 
Ankara Consumer 4,557 6,136 


Balance of Payments & Trade 
Official Gold & Foreign 


Exchange Reserves 2,437 2,281 
External Debt (Dispursed) 16,183 16,772 
Debt Service as % Foreign Exc.Earn. 25.3 30 
Trade Deficit 3,097 3,507 
Current Account Deficit 1,166 2,234 
Capital Transactions Balance 1,175 618 
Exports, FOB 5,746 5,728 

U.S. Share 4.4 4.1 
Imports, CIF 8,843 9,235 

U.S. Share 9.2 Teo 


NOTES: (a) Exchange rate changes distort dollar denominated absolute and 
percentage changes from TL actuals; (b) U.S. $ 1.00 = TL. 9.00. 


Sources: Primarily Ministry of Finance, State Institute of Statistics, 
Central Bank. State Planning Office, and Ministry of Trade. 





SUMMARY 


The economy of Turkey in 1983 did not sustain the rapid rate of recovery 
experienced in the three previous years under the Economic Stabilization 
Program launched in January 1980. GNP growth slowed to an estimated 3.2 
percent compared to 4.1 percent and 4.6 percent in 1981 and 1982 
respectively. Inflation measured by the wholesale price index rose from 
25.2 percent in 1982 to over 40 percent by the end of 1983. Exports which 
increased 22 percent in 1982 fell slightly (0.3 percent) in 1983. Although 
1983 was a disappointment, international confidence in Turkey's economy 
shows no sign of waning. Foreign investors’ interest appears to be on the 
increase, and Turkey continues to have ready access to the international 
financial market. 


The new civilian government headed by Turgut Ozal embarked on an ambitious 
economic liberalization program almost as soon as it assumed power in 
December 1983. Cumbersome regulations affecting foreign trade and currency 
were radically revised and simplified. Economic policy implementation has 
been centralized in a new administrative organization attached to the Office 
of the Prime Ministry. Deposit interest rates have been hiked and the 
growth of the money supply restricted to dampen the persistent inflation. 
Although inflation continued unabated in the first five months of 1984, the 


government predicts that it will begin to fall in the second half of the 
year. 


GENERAL TRENDS 


The Turkish economy in 1983 failed to sustain the rapid progress that had 
marked the previous three years under the Economic Stabilization Program of 
1980. The real increase in GNP is estimated to have fallen from 4.1 percent 
and 4.6 percent in 1981 and 1982 respectively to about 3.2 percent in 1983. 
Inflation, as measured by the wholesale price index, increased from about 25 
percent in 1982 to over 40 percent by the end of 1983. Exports valued in 
dollars which had doubled between 1980 and 1982 were essentially stagnant in 
1983, while imports increased by about four percent. ‘This, combined with a 
sharp decline in workers remittances, resulted in a substantial increase in 
the current account deficit which rose from $1.16 billion in 1982 to an 
estimated $2.12 billion in 1983. 


Although Turkey's economic performance in 1983 was certainly better than 
that of many other developing countries, it was none the less disappointing 
in view of the steady progress that had been made during the previous three 
years. Several factors contributed to the less than satisfactory results. 
First, agricultural production, which accounts for about 20 percent of 
Turkey's GNP, fell slightly in 1983 due mainly to adverse weather 
conditions. The fall in agricultural production together with a stagnant 
construction sector were the main factors contributing to the decline in GNP 
growth. The disappointing export performance in dollar terms was in part 
due to the appreciation of the dollar against other foreign currencies and 
adverse conditions for agricultural exports. Several major oil producing 
countries, notably Iraq and Libya, sharply curtailed purchases from Turkey 
in 1983 and, as a result, exports to the Middle East showed almost no growth 
for the year. 
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The most worrisome trend in the economy in 1983, the resurgence of 
inflation, seems to have resulted primarily from a relaxation of the 
previously tight monetary policy and the decision to lower bank deposit 
interest rates early in the year. Both actions were taken in an effort to 
ease pressures on certain banks and holding companies which ran into 
difficulty in the wake of the Banker Kastelli collapse in 1982. ‘The result 
was a sharp increase in domestic consumption which pushed the inflation rate 
up to over 40 percent by year's end. 


The new civilian government headed by Prime Minister Ozal moved quickly to 
implement his free market economic policies after assuming office in early 
December 1983. By mid-January 1984, the new government had completely 
revised the foreign exchange regime, liberalized imports and exports, and 
carried out a wholesale reorganization of the government machinery with the 
announced aim of reducing, to the extent practical, bureaucratic obstacles 
to normal trade and commerce. Ozal, after assuming office, announced that 
his government would not resort to "Bailouts" in order to rescue large 
firms, be they state or private. Deposit interest rates were also raised in 
order to encourage savings and reduce consumption. Results at mid-year are 
mixed. Exports in the first 6 months of 1984 are 32 percent higher than in 
the same period of last year, while imports have risen only slightly. 
Inflation, however, has continued to be much above the government's target 
of 25 percent but is expected to slow down in the second half of the year. 


NATIONAL INCOME 


Real GNP growth in 1983 is provisionally estimated to have been 3.2 percent 
as compared to 4.6 percent in 1982 and 4.1 percent in 1981. A primary cause 
for the slowdown in economic growth was the poor performance of the 
agricultural sector (18 percent of GNP) which experienced a real decline in 
output in 1983 of about .2 percent due to adverse weather. The construction 
sector (about 4 percent of GNP) also had a lackluster year in 1983 with a 
real growth rate of only 0.6 percent. On the other hand, the industrial 
sector (29.7 percent of GNP) grew at a healthy 6.4 percent rate in real 
terms; the wholesale and retail trade sector (16.8 percent of GNP) 
experienced 6.2 percent real growth. 


Except for wheat, barley, grapes, and figs, the quantity production of most 
agricultural commodities in 1983 increased. The production of wheat and 
barley, which are grown mostly in unirrigated areas, fell by 6.3 and 13.2 
percent respectively. ‘The volume production of most major industrial 
products showed healthy increases in 1983. Auto production was up 36 
percent, fertilizer production up 24 percent, truck production up 8.9 
percent, and the production of cement, adversely affected by the shortage of 
electricity and the slowdown in construction, was off by 11.5 percent. 


Fixed capital investment is estimated to have increased 7 percent in 1983 in 
the private sector and to have declined by about 7.2 percent in the public 
sector; total fixed capital investment declined by about .5 percent overall 
compared to 1982. ‘The agricultural and tourism sectors enjoyed the highest 
investment growth with increases of 18.5 percent and 16 percent 
respectively. On the other hand, fixed capital investment in the 
manufacturing sector declined by 9.3 percent when compared to 1982. 





BALANCE OF PAYMENTS 


Turkey's balance of payments performance in 1983 was disappointing. Exports 
in 1983 declined slightly from $5.746 billion in 1982 to $5.728 billion. 
Imports, on the other hand, increased from $8.843 billion in 1982 to $9.235 
billion in 1983. Invisible earnings also declined to $1.384 billion, their 
lowest level since the adoption of the Economic Stabilization Program in 

' 1980. As a result, the deficit in the current account increased from $1.167 
billion in 1982 to $2.123 billion in 1983. 


The decline in exports is attributable to reduced purchases of several major 
Oil producing countries in the Middle East, primarily Iraq and Libya, and 
soft prices for agricultural exports. Exports to Iraq declined from $610 
million in 1982 to $320 million in 1983; exports to Libya fell from $235 
million in 1982 to $181 million in 1983. Although exports to Iran increased 
significantly from $791 million in 1982 to $1.088 billion in 1983, exports 
to the Middle East and North Africa regions as a whole declined slightly in 
1983. In contrast to the Middle East, Turkey's exports to EEC countries 
increased from $1.753 billion in 1982 to $2.010 billion in 1983. ‘Turkey's 
largest customer in the Community was the Federal Republic of Germany with 
total imports from Turkey of $838 million, up from $707 million in 1982. 


Workers remittances, a major component of invisible earnings, were $1.534 
billion as compared to $2.187 billion in 1982 and $2.490 billion in 1981. 
Turkish officials attribute the continuous decline in remittances to a 


preference on the part of Turkish workers abroad to keep their savings in 
foreign currency denominated accounts. Net receipts through the Dresdner 
Bank scheme in 1983 were $433 million as compared to $345 million in 1982. 


EXTERNAL DEBT 


As of December 31, 1983, Turkey's medium and long term disbursed debt 
totalled $13.882 billion; at the same time its disbursed short term debt was 
$2.889 billion for a total public and private sector dispursed external debt 
of $16.771 billion. Undisbursed public and private sector external debt as 
of this date was $3.055 million. Of the total short term debt, 68.5 percent 
is owed to Turkish citizens abroad either through the Dresdner Bank scheme, 
convertible Turkish Lira deposits or foreign exchange deposits in commercial 
banks. Debt service on medium and long term debt, disbursed as of December 
31, 1983, is expected to be $2.25 billion in 1984 and $2.67 billion in 1985. 


EXCHANGE RATES AND FOREIGN EXCHANGE REGULATIONS 


Since May 1, 1981, the Turkish Central Bank had pursued a policy of daily 
adjustments of the Turkish Lira against seventeen major currencies. This 
policy was altered on December 29, 1983, as part of the new government's 
economic liberalization package. From that date, the Central Bank only 
fixed a “central rate" for the U.S. Dollar, leaving the commercial banks 
free to fix their own buying and selling rates for the dollar within a six 
percent spread from the Central Bank rate. (Rates for other currencies are 
based on international cross rates.) As of August 6, 1984, one dollar 
equals 379.85. 





INFLATION 


Due to a confluence of factors, inflation increased in 1983 after three 
years of steady improvement. ‘The wholesale price index increased 30.6 
percent for the entire year as compared to a 25.2 percent increase in 1982. 
The momentum of inflation increased throughout the year, and, by December of 
1983, wholesale prices were rising at a rate exceeding 40 percent on an 
annualized basis. One factor contributing to the acceleration of inflation 
in 1983 was an increase in the money supply which exceeded both government 
and IMF targets (see Money and Banking). A relatively bad harvest may also 
have resulted in upward pressure on food prices even though there were no 
shortages of basic items. Public perception is also believed to have been a 
factor. After interest rates were lowered in early 1983 below the rate of 
inflation, many citizens resorted to consumption in the belief that prices 
would continue to rise. Even though most industries are working at levels 
well below capacity, the consumer expectation of further increases perhaps 
allowed prices on manufactured products to rise further than they would have 
otherwise. The government's policy of continuous devaluation of the Turkish 
Lira in an attempt to keep Turkish products competitive in world markets 
also contributed to the high rate of domestic inflation. 


Price increases continued in the first five months of 1984 even though the 
new Ozal government implemented a tighter monetary policy. As a result of 
the government's efforts to limit credit and subsidies to the State Economic 
Enterprise, the prices of basic commodities produced by these firms were 
hiked substantially in the first months of this year. The government 
predicts that inflation will level off in the second half of 1984 and hopes 
to gradually reduce it to about 10 percent by 1989. 


MONEY AND BANKING 


The Banker Kastelli crisis of July 1982 continued to influence developments 
in the area of money and banking well into 1983. In an effort to stabilize 
the banking system in the aftermath of the Kastelli crisis, tne time deposit 
interest rates were twice lowered in 1983 with the aim of improving bank 
Margins. As saving became less attractive, there was a pronounced snift 
from time deposit to demand deposits. From December 1982 to December 1983, 
sight deposits grew by 52.4 percent (34.5 percent in 1982), whereas time 
deposits grew by only 8.4 (82.3 percent in 1982). ‘The lowering of time 
deposit interest rates is also believed to have been partially responsible 
for a rise in consumer spending in the second half of 1983, as the public 
declined to deposit money in accounts with negative real rates of return. 


Central Bank restrictive credit policy was also eased in 1983. ‘he largest 
percentage increase occurred in Central Bank credits to commercial banks 
which increased 80.2 percent from December 1982 to December 1983. ‘Total 
Central Bank credits rose by 32.6 percent from December 1982 to 1983, as 
compared to 5 percent in the previous year. ‘The increase in M I money 
supply averaged 41 percent in 1983 as compared to 3.2 percent in 1982. 
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The government did make progress in stabilizing the financial sector in 
1983, although probably at the cost of higher inflation. Five of the most 
troubled private banks were merged or are in the process of liquidation. 
New banking regulations which were long overdue were promulgated and when 
fully implemented should strengthen the banking system. 


The problems of some domestic banks have not discouraged foreign banks, 
especially American Banks, from entering Turkey. In recent months, three 
additional American banks have been granted branch licenses, raising the 
total of American banks licensed to operate full branches in Turkey to 
five. Another large American bank has recently opened a representative 
office, and there are indications that others may follow. European and 
Japanese banks are reportedly also investigating the Turkish market. ‘Thus 
far the government of Turkey has viewed the presence of foreign banks as a 
positive development for Turkish banking and has encouraged their 
establishment as a means of introducing modern banking and financial 
services to Turkey. 


PUBLIC FINANCE 


Government expenditures in 1983 are provisionally estimated to have been TL 
2.353 trillion while revenues were TL 2.306 trillion. ‘The deficit of TL 47 
billion represented only .4 percent of GNP and was less than half of the 
deficits of the two preceding years. As originally proposed, both 
expenditures and revenues were to have risen by above 35 percent in 1983. 
However, in fact, revenues grew by only 24 percent because of changes in tax 
rates and slower than anticipated progress in the collection of back taxes. 
The government was able to hold down expenditures mainly by strictly 
limiting growth of the civil service and by granting pay increases smaller 
than the rate of inflation. 


DEVELOPMENTS UNDER THE OZAL ADMINISTRATION 


Shortly after assuming office on December 13, the new civilian government 
headed by Turgut Ozal announced a major reorganization of government 
ministries concerned with economic policy. A new Undersecretariat attacned 
directly to the Prime Ministry was created and assumed authority for foreign 
trade and financial affairs. The Ministry of Finance was merged witn the 
Ministry of Customs and no longer acts as economic policy coordinator. 
Other ministries with related responsibilities such as the Ministry of 
Agriculture and the Ministry of Village Affairs were merged. ‘Through this 
process, the number of ministries was reduced from 20 to 14. Following the 
swift reorganization of the government, the Ozal administration issued a 
series of decrees which (1) substantially revised foreign currency 
regulations, (2) liberalized import regulations with the aim of opening the 
domestic market to foreign competition, and (3) revised export regulations 
in order to minimize bureaucratic obstacles to the extent practical. 
Deposit interest rates were also hiked to encourage savings at the expense 
of consumption with the object of reducing inflation. In the Turkish 
context, some of the changes adopted by the new government are almost 
revolutionary. For example, Turkish citizens are now permitted to buy and 
hold foreign currency. Imported luxury goods which have long been absent 
from the local markets are now freely available, although highly taxed. 
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The new program has not proved to be an instant cure for all of Turkey's 
economic problems. Unemployment, estimated to be over 20 percent, isa 
longstanding concern. Inflation has also been much higher than the 
government's target of 25 percent. General wholesale prices in the first 
five months of 1984 have risen by over 28 percent, and agricultural prices 
have risen by 45 percent. Although prices are expected to level off in the 
second half of 1984, inflation remains the most pressing issue for the new 
government. 


On a more positive note, exports in the first six months of 1984 have 
increased by 32 percent compared to the same period in 1983, while imports 
in the same period have risen only by 8.5 percent. If present trends 
continue, Turkey's current account deficit in 1984 should be substantially 
lower than in recent years. 


LABOR AND EMPLOYMENT 


Turkey has a labor force of some 19 million people, excluding workers 
employed abroad and those serving in the armed forces. Fifty-nine percent 
of the domestic civilian labor force is employed in agriculture and thirteen 
percent in industry. Approximately one million Turks are working abroad, 
mostly in Western Europe. The economic slowdown in Europe and accompanying 
unemployment have reduced the demand for foreign workers. ‘The impact of 
this development on the Turkish economy has been offset somewhat py the 
increasing numbers of Turkish workers employed elsewhere abroad, notably in 
Saudi Arabia and Libya. 


With an annual population growth rate of 2.1 percent, as many as 450,000 new 
workers enter the labor force each year. Last year only 10 percent of those 
new workers were able to find employment. Effective unemployment is 
estimated at over 20 percent. While the immediate goals of the economic 
stabilization program were to reduce inflation and increase foreign exchange 
earnings, the present government and all the political parties have 
identified unemployment as one of Turkey's most serious economic and social 
problems. 


The Turkish industrial relations system is presently in a state of 
transition to normal union activities; collective bargaining, and the right 
to strike resumed early in 1984 after having been suspended since the 
military takeover on September 12, 1980. Based on constitutional provisions 
and the new labor laws, the future industrial relations system should 
provide greater stability in labor relations and more emphasis on peaceful 
resolution of labor-management disputes. 


IMPLICATIONS FOR THE UNITED STATES 


Despite relaxation of previously tight monetary policy in 1983, the level of 
public and private investment has remained depressed. For American 
exporters of goods and services, the result is a limited, but well-defined 
Market. 





Although more discussion of intended public investment has occurred in 
recent months, the government budget remains tight, and many major 
government tenders still require suppliers' credits at near concessional 
terms. During the past year, it has been common for American suppliers to 
offer imaginative project financing packages, including the utilization of 
third country export credits, when bidding on major government 
infrastructure projects. In the private sector, new investment in plant and 
equipment for the domestic market is almost stagnant; manufacturers who 
export remain the best targets for sales. 


The Turkish Government has begun to implement certain major infrastructure 
and industrial projects. While some of these projects are long standing, 
others are relatively new. In this connection, the Turkish State Planning 
Organization (SPO) has published a listing of 73 major projects with a total 
estimated investment cost of $12.8 billion for which it is seeking foreign 
financing. These include energy related, irrigation, steel mill 
modernization, telecommunications, and railroad improvement projects. 


Since the government investment budget is limited, and financing from 
foreign commercial banks is difficult to obtain for long term infrastructure 
projects, financing for these projects will probably have to be secured 
through supplier credits, backed by foreign government guarantees, foreign 
government credits and World Bank loans. 


In 1983-84, the Turkish Government selected contractors or issued letters of 
intent for a number of major projects. Among them are: co-production of 
the F-16 military fighter aircraft, Ataturk Dam construction, nuclear and 
coal-fired power plants, design engineering services for the second 
Bosphorous suspension bridge, and the second satellite ground station. 
Other major projects requiring services and equipment for which tenders may ' 
be announced towards the end of 1984 or early 1985 are as follows: 


ENERGY PROJECT 


Energy Transmission Lines Project Turkish Electricity Authority(TEK) 
IRRIGATION PROJECTS 


Gonen Irrigation Project State Hydraulic Works (DSI) 
Kirkareli Irrigation Project State Hydraulic Works (DSI) 
Konya-Karaman Irrigation Project State Hydraulic Works (DSI) 


IRON AND STEEL INDUSTRY PROJECTS 


Iskenderun Steel Mill Desulphuri- 

zation Project Turkish Iron and Steel Administration 
Karabuk Steel Mill Desulphuriza- 

tion Project Turkish Iron and Steel Administration 





PORT MODERNIZATION PROJECT 


TCDD-TUDUK Container Terminals 
and cranes 


COAL MINING EQUIPMENT PROJECTS 


Southeastern Anatolian Mining 
Project 

Bursa Lignite Project 
Tuncbulek Project 


Turkish State Railways, TCDD and 
World Bank 


Turkish Coal Authority 
Turkish Coal Authority 
Turkish Coal Authority 


PROCESS AND QUALITY CONTROL EQUIPMENT PROJECTS 


Laboratory Equipment for Karabuk 


Steel Mill Turkish Iron and Steel Administration 


DRILLING EQUIPMENT PROCUREMENT PROJECT 


Procurement of Drilling Machines Minerals Research and Exploration 


and Spare Parts 


AIRPORT RADAR PROJECT 


Renewal of Navigation and Ground 


Control Bquipment 
TELECOMMUNICATIONS 


Third Satellite Ground Station 


RAILWAY CAR PROJECTS 


Passenger Car Plant Expansion 
Wagon Repair Workshop Expansion 


RAILWAY SIGNALIZATION PROJECT 


Ankara/Kayseri/Sivas/Cetinkaya 
Route 


CONSTRUCTION AND EARTHMOVING 
EQUIPMENT RENEWAL PROJECTS 


Irrigational and Dam Projects 


Road Rehabilitation 


Institute (MTA) 


State Airports Administration (DHMI) 


Turkish Post, Telegraph and Telecom 
munications (PIT) 


Turkish State Railways 


Turkish State Railways 


Turkish State Railways (TCDD) 


State Hydraulic Works (DSI) 


State Highways Department (TCK) 
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The full list of contemplated projects can be obtained by contacting the 
Turkish Desk, U.S. Department of Commerce, Washington, D.C. 20230. 


The annual investment program for Turkey is heavily concentrated in the 
fields of electric power generation, transportation, and 
telecommunications. Especially good opportunities exist for U.S. suppliers 
of design engineering and construction management services. U.S. companies 
are advised to follow such projects closely and to offer their most 
competitive prices. Additional information on such projects may be obtained 
from the Office of Major Projects, U.S. Department of Commerce, Washington, 
D.C. 20230. 

\ 


SALES AND JOINT VENTURE OPPORTUNITIES 


In recent years, due to higher interest rates and low domestic consumption, 
the private sector has been unwilling to undertake new major borrowing and 
has concentrated instead on improving the use of existing plant and 
equipment. The outlook is still poor and major new investments generally 
will be restricted to joint ventures with foreign firms. Best opportunities 
for joint ventures are in the areas of integrated poultry and beef 
production, fresh and frozen fruit and vegetable production and processing, 
and dairy products. Some capital purchases will be made by Turkish 
manufacturers who export. 


A major trend in the private sector is the rapidly growing demand for 
computers and related software. In 1982, a number of companies converted to 
computer bookkeeping, and this trend is continuing. Foreign bank 
competition in the domestic market is also forcing local banks to 
computerize. U.S. exporters of EDP equipment offering local service and 
training can expect a good export market in Turkey for some time to come. 


New investments in private medical facilities in Turkey are also expected to 
lead to an expansion in the market for medical diagnostic equipment in the 
near term. U.S. electronic-diagnostic equipment is highly regarded and 
should do well if prices are competitive with European-sourced equipment. 


Detailed reports on the Turkish market for mining and construction 
equipment, telecommunications equipment, power generation equipment, 
aircraft, coal and fertilizers, as well as other products and services 
related to agriculture, steel, and medical equipment can be obtained at 
Department of Commerce District Offices, or by contacting the American 
Embassy in Ankara. 


The Agribusiness sector remains the number one investment target for the 
Turkish private sector in view of its high potential for export earnings. 

In an effort to attract foreign capital and managerial know-how, the Turkish 
Union of Chambers of Commerce and Industry, together with the Turkish 
American Society, sponsored a seminar in New York in June 1983 to publicize 
the opportunities for investment in agribusiness in Turkey. ‘This effort 
resulted in an OPIC/USDA Investment Mission comprised of 22 American 
companies which visited Turkey in October 1983. A number of projects are 
under serious consideration as a result of this visit. While most of the 
potential projects are in the agribusiness sector, other areas such as 
electronics, tourism, mining, banking, and medical facilities are also under 
consideration. 





IMPORT PROCEDURES 


The Ozal Government's liberalization program is a dramatic departure from 
past practice. Now, everything not on three rather limited, restricted 
lists may be freely imported without government permission or license. 


The December 29, 1983, decree regulating imports establishes three 
categories into which importable goods are placed. First, there is a 
prohibited list containing some 200 items. Importation of goods in tnis 
category requires a special exemption and an import license. Most items on 
this list are not products traditionally exported by U.S. suppliers, and the 
impact on U.S. sales should be minimal. A second category contains those 
goods which can be imported with the permission of the new Undersecretariat 
of the Treasury and Foreign Trade (UIFf). Finally, all other goods are 
divided into two categories: 


A. A listing of some 400 goods which may be imported but are subject to 
a special surtax, the proceeds of which will go into a special housing 
fund. Goods on this list consist primarily of luxury goods and items in 
which Turkey is self-sufficient. Certain items in this category over which 
the GOT now has a monopoly--coffee, cigarettes and alcoholic beverages, for 
example--may only be imported by Tekel, the state monopoly. 


B. All other goods not included above may be imported freely. For 
these items, qualified importers need only to apply to a commercial bank for 
a foreign exchange allocation. No other formalities are necessary. ‘The 
state sector, including the state monopolies, however, are required co 
obtain permission for all imports. 


The new decree transfers responsibility for all foreign trade matters 
including trade financing and negotiations to the UIFT. ‘The decree 
specifically authorizes the UTFT to make checks to ensure that import prices 
conform to current world prices and that the quality of the goods meets 
world standards--including health standards. Any return of imported goods 
to the original supplier must also be authorized by the UTFT. 


The import deposit scheme has also been simplified and import deposits 
lowered sharply. For general imports, a fifteen percent deposit is now 
required with the following exceptions: industries importing for their own 
production or exporters importing for processing and re-export will have to 
deposit only seven and one half percent; holders of investment promotion 
certificates and importers of fuel, wheat, sugar, coal, fertilizer 
(including raw materials), electrical energy, vegetable oil, medicine 
(including raw materials), tractors, combines, trucks, and parts to be used 
in assembly of automobiles, will be required to deposit only one percent; 
imports for the annual Izmir Trade Fair and those made with acceptance 
credit will also have to deposit only one percent. 
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To facilitate U.S. exports to Turkey, particularly the introduction of 
products which represent new technology in the market, the U.S. Government 
supports an American pavillion at the Izmir International Trade Fair which 
is held every year between August 20 and September 10. Inquiries regarding 
participation in the 1985 Izmir Fair may be directed to: 


Commercial Attache 
American Embassy Ankara 
APO New York 09254 


INVESTMENT AND LICENSING OPPORTUNITIES 


In order to stimulate industrial development, the Turkish Government 
actively encourages the importation of foreign capital and technology. 
Until 1984, domestic industry was largely protected from importation, and 
foreign suppliers licensed their products in order to gain entry into the 
Turkish market. For example, since the early 1970's, Buropean companies 
progressively captured much of the automotive market througn licensing and 
joint ventures in truck, bus and engine manufacturing. Turkish firms also 
actively sought licenses to manufacture such items as photographic film, 
electronic and telecommunications equipment. 


Now, however, with more liberal import and investment regulations, the 
Turkish Government is de-emphasizing local licensing and assembly in favor 


of joint ventures and investments which result in technology and capital 
transfer. 


The Turkish Government is particularly interested in attracting foreign 
investment in petroleum, mining, tourism, and agribusiness. Foreign 
investment in manufacturing is also welcome, and Turkish officials point to 
the export potential in the Middle East. Detailed information about the 
investment climate in Turkey can be obtained from the Commercial Attache, 
American Embassy, Ankara. Companies interested in learning more about 
investment opportunities in Turkey should also contact: 


Dr. Namik Kemal Kilic, Acting Director 
Foreign Investment Department 
State Planning Organization (DPT) 
Necatibey Caddesi, Bakanliklar, Ankara 


INVESTMENT REGULATIONS 


On April 1, 1984, the Foreign Investment Department (FID) of the State 
Planning Organization issued new guidelines relating to foreign investment 
activities in Turkey which are governed by provision of Law 6224 (Foreign 
Capital Encouragement Law) and Decree 28 (Decree on the protection of the 
value of the Turkish Lira). With respect to the investment approval 
process, the new guidelines clearly designate the FID as the sole approving 
authority for investments carried out either under Law 6224 of Decree 28. 
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For capital investments or portfolio investments which qualify for Turkey's 
investment incentive program (Law 6224), the new guidelines provide detailed 
requirements for the investment application including feasibility reports, 
financial statements of the applicant, and investment documentation. 


With respect to foreign investments carried out under provision of Decree 28 
(usually sales and service organizations not qualifying for Turkey's 
investment incentives program), the new guidelines now permit the 
establishment of representative offices in Turkey, which will not themselves 
be revenue producing with minimum investment requirement. 


Other important features of the guidelines include: 


A. A provision granting FID authority to issue permits for the purchase 
and importation of intellectual property (patents, licenses, etc.). 


B. A provision providing for the repatriation of assets or 
re-investment in Turkey of foreign owned assets sold in connection with the 
liquidation of partnership or the sale of shares of a Turkish company by the 
foreign investor. 


C. The designation of FID as the authority to issue work permits to 
meet foreign investment requirements for new or expanded activities. 


The guidelines also clearly bestow the right to transfer profits abroad to 
foreign owned companies already established in Turkey under Decree 17, 
provided they register with the FID and provide necessary documentation 
before October 1, 1984. 


A significant change has also been made in tax regulations in order to 
promote Turkey's attractiveness as a base for foreign firms operating in 
Middle East markets. In essence, all profits generated outside Turkey will 
now be exempt from local taxes. If a firm operates exclusively outside 
Turkey, then it will be completely exempt from Turkish taxation. 


FINANCING 


Given the gap between Turkey's extensive needs and its limited resources, 
external financing of public and private capital investment will be a 
crucial factor in the coming years. In addition to new short and medium 
term credits available from commercial banks, Export-Import Bank programs 
for Turkey were expanded in 1983 for the use of American exporters. U.S. 
firms can also compete for contracts financed by the World Bank and some 
third countries. Foreign commercial banks, which have been supplying Turkey 
with short term credits for the last two years, are now opening medium term 
credits as well. Private sector exporters are the best targets for sales 
using such financing. ‘The Export-Import Bank offers FCIA insurance and 
supplier credits for short and medium term sales up to $10 million. Buyer 
credits to meet foreign export credit competition have also been offered to 
Turkish private and public sector borrowers, subject to the availability of 
Turkish bank and government guarantees. In 1984-85, the Export-Import Bank 
will offer a $200 million special credit arrangement to the Turkish 
government to finance major infrastructure projects. 


© 
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In addition to financing for the projects descriped above, the World Bank is 
providing funds directly to the Turkish Treasury and to several Turkish 
financial institutions to provide hard currency loans for general imports as 
well as private sector investment projects. The World Bank has approved its 
fifth structural adjustment loan to Turkey which will pe used to finance 
general imports. 


World Bank loans have been made to the Turkish Agricultural Bank, the 
Turkish Industrial Development Bank, and the Turkish Industrial Investment 
and Credit Bank to provide hard currency credits for agricultural and 
agribusiness investment, as well as for development of export industries and 
light industry in urban areas. American exporters selling to Turkish private 
sector buyers in agriculture and the export sectors are advised to assist- 
their customers in exploring financing possibilities through these World 
Bank-supported institutions. 


Most third country lending to Turkey in 1983 was again tied to procurement 
in the lending country. However, major transportation and communications 
projects for which American bids have been sought are currently being 
supported by credits from the Saudi and Kuwaiti Development Funds. 
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LIST OF IMPORTANT CONTACTS 
e a, eo aren 
ADDITIONAL INFORMATION 


Mrs. Arma Jane Karaer 
Turkey Desk Officer 

U.S. Department of State 
Washington, DC 


Telephone: (202) 632-1562 


Mr. Geoffrey Jackson 

Turkey Desk.Officer 

Room 3411 

U.S. Department of Commerce 
Washington D.C. 20230 


Telephone: (202) 377-3310 


Mr.. Marshall Casse 
Economic Counselor 
American Embassy, Ankara 
A.P.O. New York, 09254 


‘Telephone: 26-54-76 (Ankara) 
Mr. George Knowles 

Commercial Attache 

American Embsssy - Ankara 
A.P.O. New York, 09254 


Telephone: 26-54-76 (Ankara) 
28-19-81 (Ankara) 
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